FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Oectober 19, 2012

MEMORANDUM
To: The Commission

Through: N Alec Palmer

Staff Director

N N T

From: Patricia C. Qmrock ‘Q(‘p
Chief Compliance Officer

Thomas Hintermister ¥\
Assistant Staff Director
Audit Division '

Marty Kuest )
Audit Manager

By: Rickida Morcomb £ by W~
Lead Auditor

Subject: Audit Division Recommendation Memorandum on McCain-Palin 2008,
Inc. and McCain-Palin Compliance Fund, Inc.

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommendation(s) below and discusses the finding(s) in the
attached Draft Final Audit Report. Tite Office of General Counsel has reviewed this
memorandum and concurs with the recommendation(s).

Proposed Finding on Campaign Travel Billing for Press

In response to the Preliminary Audit Report and the Draft Final Audit Report, McCain-
Palin 2008, Inc. (the General Committee) stated that the excess Press reimbursement
collected in the general period for travel was a misallocation of billing proceeds, requiring
a transfer to John McCain 2008, Inc. (the Primary Committee). The General Committee
stated it used a reasonable process for Press billing between the primary and general
campaigns that was consistent with Commission precedent as well as Generally Accepted
Accounting Principles (GAAP).

At the audit hearing held on August 23, 2012, the General Commiitce representatives
made the following points ta support that the billing method utilized by the campaign was
reasonable and did not necessitate the need to refund the Press.
e The General Committee explained there was no overbilling of Press if the
entire contractual period covering the entire campaign were considered. It



was stated that the structure of the Swift Air contract at issue was not
unusual when compared with previous ¢campaigns.

e The General Commitice icknowledged that a misallocation of Press
reimbursements collected in the general perind raay have resulted due to
the unanticipated travel requirements during the campaign.

o The General Comnjttee noted it used the same cantract structura and
calculations it used in past presidential elections and was not previously
informed that the methodology could be considered unreasonable by the
Commission.

o The General Committee explained that the regulations only require a
reasonable method to determine the pro rata share of costs related to travel
and the General Committee stated it did all it could to use a reasonable
method. The Genaral Commitioc assecied that the ragulations da nmi allow
substitutian of the Audit staff’s calculation for the Gemeral Committee’s
calculatinn unless the Commission cen prove its methodology was
unreasonahle or adopted in bad faith.

e The General Committee explained that they were aware of an imbalance
and intended on making the transfer to the Primary Committee. The
transfer was not made because they were awaiting further instruction as a
result of the audit.

o The General Committee explained that there was no overall harm to the
travelitg Press for the entire:cavhpaign period.

e The General Commiittee recommended that the Commission should take no
further action with regard to this matter. However, the Gereral Committee
would be araenahle should the Commission mandate that the General
Committee go back and “square-up” the accounts by transferring $344,892
to the Primary Committee.

The Audit staff offers the folowing for the Commiission to consider with respect to this
matter.

First, the focus of the audit was the General Committee and the travel that took place
during the gemoral period. The Prhmary and General Comntittees nre two separate entitiss,
the lattar being publicly funded. The bright line as laid out at 11 CFR §9034.4(¢)(7)
distinguishes between primary and general travel expenses. This regulation defines travel
occurring on or before the date of the candidate’s nomination as a primary electian
expense.

Second, a review of work papers from past presidential audits found key differences
between the previous campaigns and the General Committee’s calculation method and
contract. The Audit staff notes Press was billed for weekly 1lights within an average of 12
days; the vast majority (approximately 80%) of the billings occurring prior to the end of
the campaign.

Third, the Audit staff’s review of the travel in the primary and general periods indicated,
that contrary to the General Committee’s contention, there were Press nrganizations that
flew with the campaign only during either the primary or general periods. This leaves
open the possibility that some Press organizations may have subsidized the General
Committee as a result of its billing method.



Finally, the Audit staff believes the issue is not the reasonableness of the method, but the
impemmissible result. Thu Geneml Cornmittee believes the billiag emamnued to nething
mare than aa imbalance in collections from Press between the primary antd general periods
which could eagily be resolved, if required, by a transfer to the Primary Committee. The
Audit stnff maintains the General Committee’s billisg calculationa reswted in collecting
more than was allowable for the general period which was the subject of the audit. Asa
result, the regulations prescribe that the over collection be refunded pro rata to the Press
representatives.

Although the factors outlined by the Audit staff above support its methodology as
appropriately applied to the general period, in consultation with the Office of General
Counsel, it was eancluded that farther oansidaretign should be:given to differamt billing
methods. It was determined thaet white the Generel Committee and the Avdit Divisinn
may have had different methods for calculating the billing to the Press, it appears ga
material harm was caused by the Ganeral Comaittee’s methed in terms of 1) the Press
materially subsidizing the campaign, 2) the General Committee exceeding the expenditure
limitation, or 3) the Primary Committee financing the General Committee.

According to the General Committee, the billing imbalance between the primary and the
general for press travel resulted from the inherent complexIty created by having a single
air charter contract that spanned the primary and general election periods. Lacking prior
guidanoe, the Genmul Comutittee ohbse an acanumtiag methet fur the ealcuintien of travel
costs that evolved over timo. This evolution nf their methadology contmratod with the
Audit staff belief that the assignment of cost for air charters, even in the case of a single
contreet over two periads, need not be butdensome ar confusing. Only those costs, paid
in the respective election peripd, should be applicable to the calculation of amounts
attributable to and billable to the traveling press in the same election period. In instances
where a credit originating from the prior period is applied in a latter period, a corrective
adjustinent may be required. However, in view of the fact that the regulations do not
specify a particular methodology and onty requirc that no moze than 110 percent be
collected for roimbursed travel, the Audit staff concedes that General Committac may
have mmpluyeii what it boiieved toa be a reasooable methodeiogy. See 11 C.E.R.

§ 2004.6(b). It follows that the reimbursementa coliected may met hnve exceeried the
allowable limit.

The Audit staff recommends that the Commission find the method of billing the Press
during the campaign did not result in material harm.

Proposed Finding on Failure to File 48-Hour Notices

In response to both the Prelimittary Audit Report and the Draft Final Audit Report, the
McCuhr-Palin Compiiance fund, Inc. stated the thilure to file 48-hour notices was due to
an outside vendor’s error. During the audit hearing, the McCain-Palin Compliance Fund,
Inc. stated there was no factual dispute with the Audit staff and that the outside vendor
miscoded the contributions. Therefore, the contributions were not included in the 48-hour
reports filed by the McCain-Palin Compliance Fund, Inc. The McCain-Palin Campliance
Fund, Inc. requested the Commission take no further action on this matter.



The Audit staff recommends that the Commission find that McCain-Palin Compliance
Fund, Inc. failed to file 48-hour notices for contributions totaling $240,700 that were
received prior to the general election.

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Rickida Morcomb or Marty Kuest at 694-
1200. B

Attachment:
- Draft Final Audit Report of the Audit Division on McCain-Palin 2008, Inc. and
McCain-Palin Compliance Fund, Inc.

cc: Office of General Counsel



Draft Final Audit Report of the Audit
Division on McCain-Palin 2008 Inc.
and McCain-Palin Compliance Fund,
Inc.

March 24, 2008 - December 31, 2008

Why the Audit Was About the General Committgd
Done McCain-Palin 2008 Inc. (General 4
Federal law requires the committee for Senator Joha S. )

Commission to audit nominee for the office of Pragxle

every politieal committee Committee is currently hes
established by a information, see the ck

. tee) is the principal campaign
ain, the Republican Party’s

he United States. The General
BWashington, DC. For more
gnization, p. 2.

Presidential candidate

who receives general

funds for the general

campaign.' The audit

determines whether the o $ 84,103,800

candidate was entitled to o 9,318,570

all of the general funds o 17,076,880

received, whether the o 1,154,733

campaign used the o $ 111,653,983

general funds in .

accardance with the $ 92,083,836

and whether the cfimp 17,076,880
: 1,491,107

$ 110,651,823

Figlling and Recommendation for the

General Caommittee (p. 5)
e Campaign Travel Billing for Press

initiate an enforcen’§
action, at a later time
with respect to any of the
matters discussed in this
report.

! 26 U.S.C. §9007(a).



About the Compliance Fund

The McCain-Palin Compliance Fumnd, Inc. (Compliance Fund) was established pursuant
to 11 CFR §9003.3(2)(1)(i). The Campliance Fund accepts contributians to be used
solely for legal and accounting services to ensure compliance with the Federal Election
Campaign Act (the Act). These contributions include the Compliance Fund’s share of
contributions from affiliated joint fundraising committees. The Compliance Fund is
currently headquartered in Washington, DC. An overview of financial activity for the
Compliance Fund is presented below.

Financial Activity of the Compliance

¢ Receipts

o Contributions
Froor Other Authorized Committees
Offsets to Operating Expenditures
Other Receipts
Total Receipts

0O000O0

e Disbursements
o Operating Expenditures 11,675,642
o All Other Disbursements 112,237
o Total Disbuwrsements 24,787,879



About Joint Fundraising Committees

This audit included seven joint fundraising committees. Each of the joint fundraising
commiitees i3 hieadquartered in Alexandrle, Virginie and wsa an autherized committee of
the candidates, John MeCain and Surah Palin. The combined financial activity of these
joint fundraising comumittees is presented below and the financial activity of each of these
committees is presented on page 4.

Financial Activity of the Joint Fundraising Committees

¢ Receipts
o Contributions
o From Other Authorized Committees
o Offsets to Operating Expenditures
o Total Receipts

$ 207,620,125
812,325

e Disbursements
o Operating Expenditures
o All Other Disbursements
o Total Disbuirsements

167,116,292
$ 197,491,195

Finding and Recommenda Joifnt Fundraising
Committees (p.5

Based on the limited ag® cments filed and the records
presented by the scalig tees, the Audit staff did not discover any

material non-complia



Draft Final Audit Report of the
Audit Division on

McCain-Palin 2008 Inc. and
McCain-Palin Compliance Fund,
Inc.

March 24, 2008 - D er 31, 2008




Table of Contents

Page
Part I. Background
Authority for Audit 1
Scope of Audit 1
Inventory of Records 1
Part H. Overview of Campaign
Campaign Organization 2
Joint Fundraising Committees 2
Overview of Financiai Activity 3
Part III. Summaries
Finding and Recommendation — General Co 5
Finding and Recommendation — Compliance 5
Finding and Recommendation — Joint Fundraising 5
Part IV. Finding and Recd
General Committee
. . 6
tion for the
19

21

Statement of Ne! Outstandmg Qualified Campaign Expenses 22



Part I
Background

Authority for Audit

This report is based on audits of McCain-Palin 2008 Inc. (General Committee), McCain-
Palin Compliance Fund, Inc. (Compliance Fund), and seven joint fundraising committees
affiliated with the Compliance Fund, undertaken by the Audit Division of the Federal
Election Commission (the Commission) as mandated by Section 9007(a) of Title 26 of
the United States Code. That section states that “after each presid@atial election, the
Commission shall conduct a thorough examination and audit e qnlified campaign
expenses of the cariiidates of eaen potitical parny for Presi Vice President.” This
includus joint fundraising cemsniitites authorized by the § i Also, Section
90Q9(b) of Title 26 af the United States Code states, mmissian may

Scope of Audit
The audits of the General Committee and Compli
the receipt of excessive contributions and loans;
the receipt of contributions from Sk

the receipt of transfers from other &
the disclosure of conttihutions e
the disclosure of dmbursnments debts
the recardkoepmg Pigiln

VN LR WN

| ntnbutmns among joint fundraising participants;
penses and net amounts transferred to the Compliance
4. the consistency B@¥een reported figures and bank records.

Inventory of Records

The Audit staff routinely conducts an inventory of campaign records before it begins the

audit fieldwork. The records for each of the audited committees were complete and the
fieldwork began immediately.



Part II
Overview of Campaign

Campaign Organization

General Committee

Important Dates

e Date of Registration | 08/12/08

e Audit Coverage Dates 09/01/08 thru 12/31/08

Headquarters Washington, DC

Bank Information

e  Bank Depositories Three

e Bank Accounts Eight Bank Accounts
Treasurer

Joint

Of the four registered with the Federal Election Commission
in April 2008 QR in Afigust 2008. These committees are headquartered in
Alexandria, Vi i bker is the Treasurer for each committee. Each of six joint

fundraising co maintgi¥ed a single bank account, and the seventh joint fundraising



Overview of Financial Activity

(Audited Amounts)
General Compliance
' Committee Fund
Opening Cash Balance- $0 $0
~_Receipts
¢ Contributions $9,679,490
o Federal Funds Received $84,103,800
e From Other Authorized Committees ,046,453
e Offsets to Operating Expenditures 9,318 1,131,139
o Loans Received 17,0880
e Other Receipts 33 71,782
Total Receipts 653,983 | $4
Disbursements _
e _Operating Expenditures 083 $11,675,
o Transfers to Other Authorized 222,502
Committees
e Loan Repayments 17,076%
e Refunds to Contributors 551,599
e Other Disbursements 1 12,338,136
Total Disbursements $110, 23| $24,787,879
Closing Cash Bal 8 $1,002,160 | $23,540,985
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Part III
Summaries

General Committee

Campaign Travel Billing for Press

The General Committee received reimbursements totaling $344,892 from the Press for
campaign travel, which was above the maximum amount billable to the Press. The
Commiission’s regutations provide that a 10 percent markup on the actual cost of

Comimittee) for the excass funds collected.
In response to the Preliminary Audit Report, the Ggfferat i ined that it

committees that is consistent with Commissieff"Sgacdent a8 ccepted
Accounting Principles (GAAP). The General Coilgatecdy ined i ntention
that any apparent excess of Press reimbursetrrents co d during the term of the
contract could be corvected by makinfa@payment to the Ngimary: Committee. The
Generel Canmittee requosted that the (Qigiaimion permit Rghasfpr from the Generat
Committae to the Pritmary Committee togesd ggnatter. INg¥ie event that the
Commission does not permit the transfer,Rie Gg g fice requests that it be
allowed to disgorge the exasasive Press reifbhgfsemen{S@the U.S. Treasury. The
General Committee baif€veIS@ithe Commi¥gion shoulfl find that the Press
reimbursements wg jculated resUging in no violation of the Act, and that the
General Committee m¥ges E immediatel y@f‘or more detail, see p. 6.)

TglowPotices
§Rto £il€ 48-hour notices for 169 contributions totaling

The CompPighs
$240,700 thang@

prior to the general election. In response to the Preliminary
Audit Report, th e Fund explained that it had experienced a one-time data-
management error Ylag® outside vendor relating to the 48-hour notice requirement. The
Compliance Fund hajfaken measures to ensure that this unintentional oversight was

corrected. The Comipliance Fund believes that the Commission should find there was no
violation of the 48-hour notice requirement and that the Compliance Fund should be able
to terminate immediately. (For more detail, see p. 19.)

Jaint Fundraising Committees

Based upon the limited exancination of the reports and statements filed, and the records
presented by seven joint fundraising committees, the Audit staff discovered no material
non-compliance. (For more detail, see p. 21.)




Part IV
Finding and Recommendation for the
General Committee

| Campaign Travel Billing for Press

Summary
The General Committee received reimbursements totaling $344,8Q8 from the Press for
campaign travel, which was above the maximum amount billa

transportation and services may he billed to the Press. Cammittee stated
that the excess reimbursement from the Press for travg i tion of billing
proceeds, requiring the General Committee to pay {cCai . (the Primary
Committee) for the excess funds collected. '

In response to the Preliminary Audit Report, the Cgaral @i i that it
used a reasonable process for the allocation of fress bursements between the two
committees that is consistent with Coggmission preced g well as Generally Accepted
Acaounting Prinpiples (GAAP). The @ ? Commmee explained its contention

that eny apparent excess of Press reimbist 0 ll@eted g the term of the
contract could be corrected by making a imafy Committee. The
General Committee requested that the Co w Dn peEm transfer from the General

Cammittee to the Primg ittee to res®Eve the mawer. In the event that the
Commission does . ansfer, the §eneral Committee requests that it be
allowed to disgorfe @ Press reimbulgsents to the U.S. Treasury. The
General Conumttee beh the ammisgifn should find that the Press

reimbuescipediy 2 alculne alting in no violation of the Act, and that the
: itte erm®@Le immediately.

abortation and Services Made Avzilahle tn Media

2. Expenditures by an authorized committee for

: es or facilities (including air travel, ground transportation,
housmg, meals, telSEI€ service and computers) provided to media personnel, Secret
Service personnel orJfational security staff will be considered qualified campaign
expenses, and, except for costs relating to Secret Service personnel or national security
staff, will be subject te the overall expenditure limitations of 11 CFR $003.2(a)(1) and
(b)(1). 11 CFR §9004.6.

B. Billing Mesdia Porsonnel foe Trangportation and Sarvices. The committee shall
provide each media representative, no later than 60 days from the crmpaign travel ar
event, an itemized bill that specifies the amounts charged for air and ground
transportation for each segment of the trip, meals and other billable items specified in the
White House Press Corps Travel Policies and Procedures issued by the White House
Travel Office. 11 CFR §9004.6(b)(3).



C. Reimbursement Limits for Transportation and Services of Media Personnel.
The amoant of reimbursement sought fromr media persannel shall not excaed 110 percent
of the media representative pro rata share (or a reasondble eatimate of the media
representative’s pro rata share) af the actual cost of transportation and services made
available, Any reimbursement received in excess of this amount shall be returned to the
media representative. 11 CFR §9004.6(b) and (d)(1).

D. Pro Rata Share Definition. A media representative’s pro rata share shall be
calculated by dividing the total actual cost of the transportation and services provided by
the total number of individuals to whom transportation and services were made available

(to include committee staff, media personnel, Secret Service s CFR
§9004.6(b)(2).

E. Administrative Costs for Transportation and Se ia Personnel. The
committee may deduct from the amount of expendi j verall limitation
the reimbursements paid by media representative ices, up to

the actual cost of the transportation and servi
The committee may deduct an additional am
media representatives, representing the incurred a i pttcent. The

committez may deduct an amount in excess of 3 p resenting the administrative
costs actually incurred by the commi
the cammittee is ahte to document the KENE
incurred.

For the purposes of the gigiiimaragraph, .
by the committee in pffking TRGR arrangem®ts and secking reimbursement, whether
these services are g afg or_independent contractors. 11 CFR

§9004.6(c).

af€ction expense. Travel to and from the conventions
election. Travel by a person who is working exclusively
evenif the travel 8 ore the candidate’s nomination. 11 CFR §9034.4(e)(7).
G. Travel Supportdocumentation. For each trip, an itinerary shall be prepared and

made available by the committee for Commission inspection. The itinerary shall show
the time of arrival and departure and the type of events held.

For trips by government conveyance or by charter, a list of all passengers, along with a
designation of whieh passengers are and which are not campaign-related, shall be made
availahle for Commission inspection. When required to be created, a copy of the
government’s or charter company’s official manifest shall also be maintained and made
available by the committee. 11 CFR §9004.7(b)(3) and (4).



H. Assets Purchased from the Primary Election Committee. If capital assets are -
obtained frem the candidate’s primary election comumittee, the purchsse price shall be
consideret to be 60 percent of the original cosi of suca ansats t the candidae’s priniery
election committee. 11 CFR §9004.9(d)(1)(ii).

Facts and Analysis

A. Facts
In 2008, the Press covering the campaign of the Presidential candidate (John McCain)
and the Vice Presidential candidate (Sarah Palin) travelled predominately on two aircraft
chartered by the campaign. The aireraft for the Presidential candidate was the same
aircraft used by Johe McCaln 2008, Inc, (the Primary Comuni was cliartered
threngh Swift Air, LLC (Swift Air). The aireraft for the Vioc idelitial candidate wea
chartered throngh JetBlue Airways Corporation shartly be Repuhlican National
Convention. The Press also occasionadly traveiled on al ed by the General

- Committee through CSI Aviation Services (CSI) an
throughout the campaign.

As cited above, the amount of reimburseme:
exceed 110 percent of the media representative’s p le estimate
of the media representative’s pro rata share) of the a

servides made available. Any reimbullis

returusii to the moilia nemesentative.

essfravel reimbursencent above
the 110 percent allowed: dmmittee calculated total
transportation costs fQgtl dling 106 percent of the cost
calculated by the
$4,476,728 from

Portation cost for the Piess to be $3, 756 215and a
55 (1 10 percent of cost) of $4 131, 836 Based on

cagpveen the General Committee’s figure and the Audit staff’s figure
is the calculation forfutal transportation costs. The General Committee disagreed with
the Audit staff’s cost calculation methods with respect to charter flights assoclated with
the aircraft used by the Presidential candidate. The General Committee also did not agree
with the Audit staff’s initial application of aircraft reconfiguration costs.

2 The General Comriittee billed at 106 percent, but was able to document administrative costs to allow
billing up w 116 percent for all modes of trumportatien. In determining the amount billable to (e Press,
the Audit staff creditad the General Committee fon any under hilling of the Press assoriated with any one
aircraft or mode of transportation. In other words, any under billing of the Press for travel on the aircraft
for the Vice Presidential candidate, CSI chartered aircraft, and ground transportation was applied to any
overbilling of the Press that may have occurred for travel on the Presidential aircraft.



The Audit staff calculated transportation costs based on actual hours used only by the
General Committee during the general campaign. The General Committee, in oantraat,
calcudatd traimportation costs based on the life of the charter nontract, which oovarar
both the primary and general campaign periods.

Applying Cost on Aircraft for Presidential Candidate
The Primary Committee and the General Committee chartered a Boeing 737-400 from
Swift Air for use by the Presidential candidate. The Swift Air contract covered the period
from June 30, 2008 through November 15, 2008. The contract stipulated payments
totaling $6,384,000 to be paid in 19 weekly installments of $336,000. The contract
covered nine weeks for the anary Committee and ten wccks for the Gencral

$390,000 ($650,000 less 40 percent depreciation) fo guration costs
The contract allowed 22.4 flight hours per wee] s Jor the
life of the contract. If the full flight hours p olled over
to subsequent week(s). If the contracted 22.4 fligh ed and

no accumulated unused hours were avallable, there w arge of $15,000 per
ever exceeded the 22.4
flight hours io:a weak The Gemml Colg . urs and the Prinmry
Committee used 111.8 flight hours duri C o Ct.

The General Committegd i ceRufF efigpayment of $336,000 on
August 29, 2008, angy P to Swift Axr This amount

contract And divided It by the remaining number of hours available
] i i s paid for by the Primnry Commitiee. Later

Mt yet to be paid on the contract and dividing it by
1 be used in the future, bosed an weekly avnrages.

rate, the segment alculated and divided by the number of passengers.

The Audit staff calcated the charter rate per flight hour for Swift Air by taking the
contract weekly installment ($336,000) and dividing that by the actual weekly hours
flown. The costs of fuel, catering, passenger taxes, ground hardling, acd certain
recoufigurstion costs were then added to detormine the total segrment cost. The ooat per
passenger was then calculated by dividing the total segment cost by the total number of
passengers on tho segment.

Applying Reconfiguration Costs

The Audit staff and the General Committee did not initially agree on the amount of
aircraft reconfiguration costs billable to the Press. Historically, the Commission has
allowed the Press to be billed only for the aircraft reconfiguration costs that could



10

reasonably considered as having benefited the Press. The General Committee believes all
coats fur reconfiguring an aircraft at the beginnlag and at the end of the oampaign should
be comsidered when calcntaiing the billable ainount fon the Press. Tim: General
Carmnmittoe alro stated that pert of the nircraft reconfiguration cost was to bring the
aircraft inta compliance with Federal Aviation Administration safety standards that
ultimately benefited the safety of all passengers including the Press.

B. Preliminary Audit Report & Audit Division Recommendation

The issue of press travel reimbursement was presented at the exit conference. In
response, the General Committee submitted the following polnts for thie Commission’s
consideration. .

Cost Calcnlmiion

The General Committee made a comparison between the i contract, which
spanned both the primary and general election periods, i ircraft contracts that
were analyzed during previous presidential audits: Ldie i Bush-Cheney in
2000, and Kerry-Edwards in 2004. The General e ifi erenced the
Audit staff’s calculation of the hourly rate for e

audit, which accumulated all operating costs dnid~gjided the number

lafYon to the amount of
own), the General Committee
ere accurate.

of hours flown by each aircraft. By applying the s#¢@
the Swift Air contract ($6,384,000 divided by 252.1 h8
contends that its cost caloalutions usc@iigr billing the P

The Audit staff agrees that if the Genere k. W as usinthe rotal Swift Air
contract amount for both, the primary and\§enegg’Croiiimamsriods, as well as the full
aircraft reconfiguration geiliit did not recqfftravel regbursement from the Press that
exceeded the maximyd "y the regulgions. However, as in Dole-Kemp only
those costs attrib @:ral Commiffge should be used in determining the
travel cost that the Ge jttee may bill# the Press. This conclusion is

i ithetrs afresidential audits and is supported by 11
in part, 4t expenditures for campaign-related
ording to when the travel ocours. As in Dole-Kemp,
 gene ection operating cost ($4,047,402) and the acini
eneraCommittee when caleulating the billable cost to the
iate method when calculating apsts and billing for
ing thefeneral election period.

campaign travé

The General Comm provided a spreadsheet that spanned the primary and general
election periods and4elied on adjusting the per-hour billing rates on a segment-by-
segment basis due to using fewer flight hours than available in the Swift Air contract.
The General Committee made the spreadslieet available to demonstrate that the Primary
and General Committees® billing allocation was based on total costs ($6,354,859) that
were Jower than the eontract aexount ($6,384,000). The Genaral Committee oontends
that no overbilling of the Press could have occurred since the difference ($29,141) was
never billed to the Press by the Primary committee during week eight. However, it
appears that the General Committee did bill this difference to the Press’. Therefore, the

3 During the second week of the general campaign, the General Committee calculated Press billing by
using the total cost of the contratt ($6,384,000) and subtracting the amount of the contract alreudy biiled
($2,140,752) to mrive at the remaining bulanee of the contmact. The helicopter cost ($29,141) wus included
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General Committee included the total contract amount in calculating the billing
allocation.

The Audit staff used the weekly $336,000 installment divided by the actual hours flown
weekly during tbe generul olection period for billing caiculations (pius the fuel, catering,
taxes, and ground handliog fees). The General Committee explained that the Audit
staff’s calculations had the benefit of hindsight because, due to the fast pace of the
election campaign, the actual flying hours were unknown at the time of billing.
Therefore, estimates of pro rata share had to be used in order to be in compliance with the
regulations to bill media representatives within 60 days of travel. The General
Comumittee believes that the Audit staff’s methodology wwtld be in conflict with 11 CFR
§9004.6(b)(3), whicl: says, Inpamn, thut mediu representatives i
specifies amuounts charged for air and ground far each segm

The Audit staff’s mathodology does not cauflict with 11 6(b)(3), ngen that
the actual flight hours are known soon after flights og
required 60 days to provide the Press with an itemi#€d bilt that specifs amounts
charged for air transportation for each segmen
Committee invoiced the Press on average 12 Gaysgiiter conghleti el week,
allowing time to use the actual flight hours for the Wnik g@theMbillable trat€l costs
knewr at the time of billing also could have been add&@@a determine the cost per
passenger. This method would incorj{gimate adjusting for kly flight hours.

The General Committee alsa referencedfge 28 Bash-ChenePaudit and explained that
it used the same hilling methndology ard RersopfCTSaginpg#lit, which did not inelude
an adverse audit finding informal ad from the@Xudit staff suggesting that a

correction to the accoiffiting Tig@ods was neigssary. The Audit staff acknowledges that
ology v used in 2008 Bysh-Cheney; however, the amount of
PRl Wasiat material. fhermore, there is no indication that the

the same billing myf
the overbilling of the
ey Gerrers W #€d costs associated with the Bush Primary
& ravel costs:

iples (GAAP)
ainedMeveral accounting principles and standards onder
plogy for billing the Press. The General Committee believes

cash-basis accounting, revenue is recorded when cash is received and an expense is
recorded when cash is paid. In accrual-basis accounting, revenue is recognized when it is
earned (or when services are performed) and expenses gre recognized when they are
incurred.* The Gencral Committeo conmuds thm under avcrual-basie nucounting, thie
objactive ic to ensure that events thut change wr entity’s finaneiai statemaents are reccrded
in the perinds in which the events occuic, rather than only in the periods during which the
entity raceives or pays cagh. The General Commitiee also costends that the matching

in the $2,140,752 already billed. The remaining balance of the contract was then divided by the average
estimated flight hours rcmmmng on the contract to determine the adjusted charter rate for the week.

4 “Accounting Principles 7* Edition”, Jeny J. Weygandt PhD, CPA, Donald E. Kiese PhD, CPA, Paul D.
Kimnmel PhD, CPA, puge 90.
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principle under GAAP dictates that expenses are recognized when the revenue is
recognized, and therefore that the entire cost pf the contract should be used when
caleulating billing for travel.

The Audit staff agrees that the matching principle dictates that expenses be recognized
when the revenue is recognized. In turn, the revenue recognition principle recognizes
revenue in the period in which it is earned. Since the period and activity audited was the
general election period, the Audit staff correctly applied the $4,047,402 cost for the
general election portion of the Swift Air contract and related expenses.

Tho issue is not whether the cash or accrual-basis of accounting is applied to the

transportation costs and revenue generated from billing the Pres; avel; nor is there a
question of tho matrhing principic wimer GAAP, At issoe is activity of a
separate reporting and corparate entity (the Primary Co ould be recognized by
the General Connnittee and by this aodit. An underlyi in GAAP is that

every entity is separate and, therefore, the revenues entity should be
recognized as such. As previously noted, recogni / 0 entities

separately is further supported by 11 CFR §90
expenditures for campaign-related transporta
the ravel occurs. Therefore, the General Comnmi

calculation for billihg the Press.

Reconfiguration
The General Committee belleves that ai
the asset in service and ~ ggrincluded in the value of the
asset when it was purgifase : ittee. Therefore, the General

Committee contenlé - i s could be billed to the Press pro rata

af® discussions with the Audit staff, the General
ign costs incirred, with the exception of decals and
Pstaff, such as divider-curtain expenses, should be
er considering the General Committee’s response, the
ircraft reconfiguratian costs billeble to the Press.

ATINGE de costs for painting and applying logos totaling $161,386 or

the cost for a divi® totaling $1,167 in the calculation for billable reconfiguration
costs since the GeneMCommittee indicated that these items benefited only the
campaign. As a reswt, the Audit staff calculated $487,447 ($650,000 - $161,386 -
$1,167) in reconfiguration costs billable to all travelers for both the primary and general
periods. After subtracting 60 percent of the accepted reconfiguration cost because the
asset was purchused from the Primary Coromittee, the Awdit staff calcoiated $292,468
($487,447 x 60%) of aircraft reconfiguratian costs as billable during the general period.
The Audit staff divided this amount by tire total 140.3 flight hours flown by the General
Committee to determine the amount of aircreft reconfiguration costs attributed ta each
segment.
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Other Considerations

The Ganeral Cummittea siated that the Audit staff and the Commission have allowed for
trandfers and repayments hetwecn primaary and general election presidential committees
with respect to other types of vendors. The General Committee believes that ny excass
funds from the Press for travel are no different then deposits related to other vendors such
as those for telephone contracts, media placement refonds, or lease agreements, for which
repayments sometimes are necessary to ensure that a primary committee does not
subsidize a general committee.

- The General Committee also contends that it would not be reasonable to force campaigns

ess. The Primary Committee appears

: ss and Secret Service accordingly.
™ be billed, there is no requirement that any
be provided at no cost.

) gnded. Assets, ranging from office equipment to service
deposits to, as in g aircraft configuration, often are purchased. In each case, value
is transferred betweciifie two commiittees. For example, if the General Committee
purchases security déposits, it gives cash for the right to continue the service and recover
the depousit after the campaign. No such exchange i involved in the proposed transfer to
the Frimary Comrmittee In this case.

The General Committee does nat dispute thet it received more raimbursemants from the
Press during the general electiea period, but the General Coramittog telieves a mare
appropriate term is misallacaticn of Press travel reirebursement received between the
General Committee and the Primary Committee. The General Committee’s methodology
may accurately reflect the comparative actual use of the aircraft between the Primary
(111.8 flight hours) and General Committees (140.3 flight hours), but it does not reflect
the comparative actual costs paid by each committee. The General Committee did not
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exceed the overall expenditure limitation, even with the excessive Press reimbursements.
Howevar, the purpose is to match the cost of the campaign to the proper election end
spending limit. For these reasans and those noted above, the reimbursements totaling
$344,892 that the General Committee recaived from the prcss were etove the maximum
amount billable under the regniations.

The Preliminary Audit Report recommended that the General Committee demonstrate it
did not receive reimbursements from the Press for campaign travel that were above the
maximum amount billable. Absent such evidence, the General Committee was to return,
on a pro rata basis, $344,892 to Press representatives and provide documentation to
support the refunds.

C. Coemiitee Respouse to Preliminary Audit Report
The General Commiittee submitted a response to the Preli
December 20, 2011, which addressed the finding concer
travel. The General Committee argued that there waglo
Primary Committee and the General Committee ygd a redsonable p:
allocation of Press reimbursements between thg@mmittegs™ that is “co:
Commission precedent as well as Generally Acce

General Committee also argued that if there was a
between the two committees, a payment to the Prima

i

ammittee can correct it.

The General Committes discussed tire Vil of its apprnaCi@@ap#ess hilling. The
General Committee maintained that beciaae USEEMEgact with Jvift Air for air travel
spanned nine weeks of the Primary and teRiweelf’ot epcral campaigns, it was
tire cost of Yafcontract.- YPhe General Committee also
’tee and the \§eneral Committee “‘used a reasonable

necessary to bill based g
asserted that the Prirpa

process to predict ®oper allocati@y of press reimbursements between the
General Committee antSge gy Committeg e General Commirttee described in
some detail the di ISRkt ing process duc to the fact that while they
knew whg*aeEY SRR the contPthed period, they would not know how to
apply lct was completed and the actnal trumber of hours

IPrimary Connnittee began biliirg at the rate of
h would have been the actual contract price per hour had it
or in the conmtract. By the time the billing began iz the

general el ~ aseneral Committee bad to face the fact that the total price of
the contract less (N@atald®r flight hours billed to date required that the remaining hours
to be flown would h¥#¥to be valued at a higher rate in order to account for the remaining

outstanding balance&r the contract.

The General Committee stated the following:

“The Audit Division acknowledges that the Committees’ method for
predicting the proper allocation ef Press reimbursements between the General
Committee and the Primary Committee ‘reflect(s] the comparative actual use
of the aircraft between the Primary and General Committees...” The Audit
Division nonetheless advocates a new, never-before-announced technique for
calculating a travel segment’s hourly rate, and by extension, the proper
allocation of Press reimbursements: divide each weekly installment of the
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$6,384,000 Swift Air payment ‘divided by the actual weekly hours flown
during the general election period...™

“The Audit Division’s method is conveniently simple. But this simplicity is
wrought by ignoring importent realifies about the Swift Adr contract. Fac one,
the Swift Air contract was jointly held by the Primary Committee and the
General Committee. It spanned four months, straddling the divide between
primary and general-election periods. The Committees and Swift Air
intended this exact structure. A four-month contract held by two entities is
manifestly different than a two-month contract held by one. The Audit
Division, however, wants to now artificially bisect the Swift Air contract
without even considering whether the parties would have §

securing a dedicated aircraft is the lease’s d
cannot disregard a contract’s fundamental ¢
spinning into the realm of fiction.”

“The Andit Division also ignores that/TISRft Airlansaction was
$6,384,000 fee in exchange for up to 425.6 XgRAtABUrss The paymefit and the
hours were divided into equal weekly installmtgh but a particular week’s
fixed installment payment walgeat in exchange fOR@hat week’s flight heurs.
Dividing & week’s installment [EEREBL by the week\@@iatual flight hoors
therefore does not reflect what a YavC Gg@ient’s ho ate and “tatal actual
cost” were. Yet the Audit DivisioRydocsdtNgindhisig, presumably to
simplify the hourlzme calculation¥gigCe one only a week’s actual flight
hours rather the until the eniof the corftract to determine how many
actual flig ich to sprealjthe $6,384,000 fixed fee. Simplicity
is indeed attraCs rferes with ac@@fately calculating each travel

no PT1.

ion m for a travel segment’s hourly rate, on
ongeounterfactuals. It recognizes the Swift Air
80, is more consistent with Commission

Committees is more consistent with Commission precedent. It defined Commission
precedent by citing the methods used by three other campaigns, Dole ~ Kemp 1996,
Kerry — Edwards 2004, and Bush — Cheney 2000, and maintaining that its method
coincided closely with those of the campaigns cited. The General Committee contends
that the Kerry-Edwards 2004 charter “straddled the primary- aod genecal-election
periods,” like the Swift Air cantract. The General Camnmittee alsc mainteins thoi its
methodology is mare consistent with GAADP.

Further, the General Committee states that the Audit staff “relied on non-GAAP cash-
basis accounting to estimate the fixed-expense share of each travel segment’s total actuai




16

cost of the transportation” and points out, “The Commission has endorsed GAAP’s use in
presidential campaign audits and cited GAAP to make an adverve audit finding against
the Kenry-Edwanis Campaign.”

The General Committee goes on to state:

*The Primary Comatiittee and the General Committee used GAAP-compliant
accrual-basis accounting to calculate the fixed-expense share of each travel
segment’s “total actual cost of the transportation.” Accrual-basis accounting
required that the Swift Air contract expenses (and offsets to those expenses in
the form of Press reimbursements) were recognized as actual flight hours were
used. A portion of the Swift Air contract’s fixed cost was gasigned to each
travel segment usiig; a depreciation techniquo calied ]
method, which is expressed as Cost / Estimated Uni epreciation Per Unit
Produced (i.c. $6,384,000 / Estimated Flight Ho Hourly Rate).
The “units of preduction” methcé was most apy use the
actual flight hours, and thus the actual co:
ratably over the individual weeks of the

of the transportation. The Audit staff used th ly $336,000 installment as
the trigger for recording expciius expenses in the form of
Press 1eimburtements). Like all slmphﬁel the

hourly rate calculations since en3
than waiting unul the end of the

on on GAAP by stating, “...the calculation

L gnse, the General Committee offered its rationale in opposing
the Audit staff” NgRsiti a payment to the Primary Committee to correct the
imbalance would Cgktisgife an impermissible use of public funding resulting in a non-
$Pense subject to repayment. The General Committee makes four
arguments.

1. Funds received under circumstances outside Part 9005 (concerning the general
election public grant), such as Press reimbursements, are not similarly
restricted and therefore their use is not restricted.

2. Beacause the primary campaign is long over, the General Committee will not
actually incur any primary-related expenses. The transfer is simply to correct
what the Audit Divisien views as the original “misdeposit™(sic) of Press
reimburserments.
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3. The transfer would not be a “non-qualified expense” because in the past, the
Commissien has nspeatedly permitted transfers from publicly funded general-
election commniiitees to teeir affiliated prinmery-eleatian comnmittees to correct
misallocation and simrilar issues.

4. Finally, a General-to-Primary Commiltee transfer should not be prevented
under the Audit Division’s “non-qualified expense” rationale because the only
reason for this misallocation issue is the Commission's failure to provide
guidance on how to prospectively calculate the fixed-cost portion of a
particular travei segment’s “total actnal cost of ... transportation.” The
Primary Committee and the General Comunittee had no notice that they were
not using the Commission’s preferred calculation method,

The Audit staff notes that the General Comemittee’s respoz
Report concedes that an imbalance existed between the

Preliminary Audit
ts it sought from
ught during the
period attributable to general portion. The imbalag
Committee billing the Press for reimbursementgg# eghol tug] cost

imbalanca is accurate It explams how th 18 billed significantly less in
the primary penod, and igher rate in the general
period; this is essentjagf¥ theNaR . g ittee over billed the Press

¢ General Committee could fly up to 22.4 hours of
ditional hours flown would be bitled at $15,000 per hour.
Should the GeRg ee use the entire allotment of 22.4 hours in a given week, it
waunld be entitle pn any hours not used in a successive week. This issue never
arose because neithci#fpaign ever exceeded the weekly allotment of 22.4 hours.

The General Committee objected to the Audit staff’s calculation of fixed costs based only
on the portior: of the contract that applizd solely to the general election period. The Andit
staff notes that the only portion of the Swift Air cohtract for which the Genenil
Committee was teqpoasible was the final tan weeks. The General Conmmittee seemed to
have understood that it was liable for the portion of the contract beginning in the
contract’s tenth week because that is how the contrart obligation was paid. The Primary
Committee was not permitted to pay for any of the contract beyond its obligation
because, in so doing, the Primary Committee would have made a contribution to the
General Committee. This would not have helped the General Committee since it was
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limited to the federal grant. The Audit staff necessarily focused on the fixed cost
incurred and paid during tbe general election period.

The General Committee also objected to the Audit staff calculation of weekly fixed costs
based on payments each week divided by the hours flown that wesk. The Genaral
Committee contention thet “the payment and the hours were divided into equal weekly
installments, but a particular week’s fixed installment payment was not in exchange for
that week’s flight hours” does not square with the facts. Swift Air did intend that it be
paid weekly for services provided under the contract, and it limited the services to be
provided on a weekly basis to a maximam of 22.4 of flight hours. Swift Air charged the
Ganeral Committoe weekly for its services and monitored total use weekly to determine
whether it had provided servioes beyond thc number of hours p: Red in the contract.
As a gensequnuce, the Audit staff believes that its method of . fixed peyment
by the mmmber of hours fiexvn provides a reasonable calcu] fixed weekly cests.
Moreover, this mathod will associate the carrect weekly urly based on the
campaign’s use each week,

The General Committee makes a case for its mgfodologwbeing consis! ith,ithe past

campaigns of Dole-Kemp 1996, Bush-Chenef Zi5g@and K¢ e Audit
staff notes that Dole-Kemp 1996 had a distinct coni 2 on and is not
comparable to the problems of a contract spanning twd ions as laid out by the

s that this committee did
gmally, the General

General Committee. The andit of Bul
not materitily overcharge the Press for iy retaied tra
Conmittee cited the audit of Kerry-Edwiigds 2% which foulpd that the general
campaign had received bankabla flight hotks thaffTNgEaEaRaTned by the primary
campaign. In this instanesiiliae CCommissio! ermined§fat the general campaign should
reimburse the primarfampaNgior these flight hours. The reimbursement was required
to avoid a prohibigpt om the p Tp campaign to the general campaign.
Further, the Audlt s ' Rthe jssue is n@Of methodology but of results.
Committees age i f seek as reimbursement for travel

establi¥¥F @ ministrative costs of ten percent of the total,
nomore than 110 percent of actual costs. The
ementa in iotal that exoepded 110 percent.

sney 2000 ind¥

3 ed to the Audit ataff calculations based en the period of the
contract that cORg@ided wititfle general election. It maintained that by using these

calculations, the A is resorting to (non-GAAP) cash-basis accounting. As
outlined above, the of the review was necessarily the general election period.
Within the general ef€ction period, the Audit staff matched, on a weekly basis, the

services received with the contract cost paid. In surmmary, the amount the Press was
overcharged is the difference between the maximum amount the Audit stalf calculated as

S The audit of Kerry-Edwards 2004 found no material non-compliance with press billing. Apart from the
fact that the Kerry-Edwards 2004 charter contract spanned the primary and general election, there is little
similarity between the two campaigas. The repayment of banked hours was unrelated to press billing in
Kerry-Edwards 2004. Indeed, Keay-Edwaréa 2004 recognizet that the banked hours were appropriately
an asset of the primary campaign and had calculated a repayment equal to 99 percent of the amount
identified in the audit; this amount eventually was repaid.
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appropriately billable and the reimbursements actually received in the general election
peridd.

The General Committee made arguments for allowing a transfer to the Primary
Commitiee to correct the imhalance. The Audit staff acknowledges that transfers were
sometimes permitted between the primary and general committees in Presidential
campaigns when it has been shown in the course of an audit that funds or obligations
belonging to a primary or general committee were in the possessian of the other. This is
not the case in this instance.

The General Committee believes that the Commission should find that the Press
reimbursements were calculated correctly, resulting in no violatj the Act, and that
the General Committee mucy terminate immediately.

In the final analysis, the focus of the audit is the Geuer As such, the Audit

allowed, and that the General Committee sho ’ 44,892 to

Press representatives and provide documentadf . rgement to
the U.S. Treasury, however, may be acceptable if
reconstruct the precise amounts owed to Press représ

ko file 48-hour notices for 169 contributions totaling

ior to the general election. In response to the Preliminary

8 e Fund explained that it had experienced a one-time data-
management eIror v h outside vendor relating to the 48-hour notice requirement. The
Compliance Fund hajftaken measures to ensure that this unintentional oversight was
corrected. The Compliance Fund believes that the Commission should find there was no
violation of the 48-hour notice requirement arid that the Comnpliance Fund should be able
to terminate immediately

$240,700 tha
Audit Report,

Legnl Standard

48-Hour Natification of Contributions. An autharized cammittee of a candidme ronst
file special notices regarding contributions aof $1,000 or more received less than 20 days
but more than 48 hours before any election in which the candidate is running. This rule
applies to all types of contributions to any authorized committee of the candidate. 11
CFR §104.5(f).
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Facts and Analysis

A. Facts

The generai election was held on November 4, 2008. Contributions of $1,000 or more
received by the Compliance Fund setween October 16, 2008, asd Novender 1, 2008,
required ths filing of 48-hour notices (FEC Form 6 — 48-Haur Notice of Cantributions/
Loans Received). The Audit staff isolated 589 contributions, totaling $871,260, which
required the filing of these 48-hour notices. A review of these records identified 169
contributions, totaling $240,700, for which the Compliance Fund failed to file the 48-
hour notices.

B. PFreliminary Audit Report & Audit Division Recommend gt

The Audit staff discussed this matter with Compliance Fund esentatives at the exit
conference and provided a schedule of the ccntributions r¢ §8-hour notice filings.
In response, Complience Fund representatives statad thasgRe maligaaad been addrcssed
previously in a letter to the Reports Analysis Divisigafig O
were not required for many of the identified contgi
redesignations or reattributions that took place

the Compliance Fund's outside data-Iiiiks
conbiibuiions with an incorrect date in K

: failed to larate the
group in a sitbscquent, cormuaterized ses Mighigibutiens Juiring a 48-Hour Notice.
The Compliance Fund has now tamen med! i apide vendor ta ensure that

this unmtentxonal oversjg § jancgwund staff believes that this was

putions that a candidate might deploy for
g and get-out-the-vote efforts, during an
he Compliance Fund, however, may not be used for

arTl shbuld also be noted that the Campliance Ftmd today
maintains a § 20 million, meaning thut these funds recaived shortly befor

the 2008 genertiglecti have not been spent for any purpose. The Campliance

Fund was therefo ot igffhaterial violation of the 48-hour notice requirement when its
reliance on an outsidg@endor caused it to delay disclosure of donations that would only
fund lawyers’ and a¢Countants’ legal compliance activities. For these same reasons, the

Compliance Fund should not be fined for this vendor failure even if the Commission
somehow finds that a technical infringement of the 48-hour notice requirement oocurred.”

The Pretiminary Andit Report reapnniended that the Carmitiance Fond provide:
» documentation to demonctrate that the contributions in questian
were inclnded properly in 48-hoir nntices; or
e dncumentntion estahlishing that the contributions were nat subject
to 48-hour notification; and/or
e any further written comments it considered relevant.



21

C. Committee Response to the Preliminary Audit Report

In respanse to the Preliminary Audit Report, the Compliance Fund reiterated the
arguments mentioned above concerning the filing of 48-hour notices. Specifiaally, the
Complianca Fund maintained that the Commission incarrectly identified contributians
that were redesignated during the 48-hour notice reporting pariod or refunded
immediately following receipt. For other contributions, the Compliance Fund stated that
it did not follow the normal practice of filing 48-hour notices due to data-management
errors by its outside vendor. Furthermore, the Compliance Fund again stated that the
funds received shortly before the 2008 general election still have not been spent for any
purpose, and it reiterated its belief that 48-hour notices are intended to disclose any last-
minute contributions that can be used for campaign-related activities and not for
donatioss to the legal and aucountinyg activities of the Compli

Tha Audit staff acknowledges that the majority of 48-ho not filed were the
result of a data management error as indicated by the C i . It also noted,
‘ contributions.’®

notice period but refunded after the notice pe oRQier Nopy YW such,
these contributions required a 48-hour notice.

B and statements filed and the records
ees, the Audit staff discovered no

Based upon the limite
presented by
material

¢ The Compliance Fund's response to the Preliminary Audit Report mistakenly includes the example, at
footnote S5, of a redesignated contribution from Eileen Kamerick on 10/23/08. This contribution,
totaling $1,500, was reported as a memo entry redesignation from the primary on the Compliance Fund's
Post-General 2008 disclosure report and not included in the Audit staff’s review of 48-hour notices. A
subsequent credit card contribution made on the committee's website from Eileen Kamerick totaling
$1,000 on 10/29/08 was also reported on the Compliance Fund’s Post-General 2008 disclosure report and
was included in this review.
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Statement of Net Outstanding Qualified Campaign Expenses

As of December 4, 2008
As Determined on December 31, 2011

$3,693,508

Due from the Compliance Fund $2,661,

Due from the Primary Committee
Due from Other Vendors

TOTAL ASBETS

Obligations

Accounts Payable:
For Qualified Campaign Expenses
Due to the Compliance Fun

$8,448,103
$100,107

Due to the Primary Compgffe¢ $167,828

Paymennt to Press for Q i $344,892 (c)

DisgorgemagBUeiie £-arrc $58319  (d)
Disgorgah o : $2,882 (o)

Actual: DeceSi@R $1,806,303 (D

(a)

(®)

(c)
@
(e)
o

$10,928,434

$10,928,434

(0

‘This amount represents repayments for expenditures paid by General, $87,217 for Secret Service shortfall for campaign travel, $76,841 for
transfers, and $2 399,908 for 5 percent allocable portion of media costs. A receivable for $97,149 is due for compliance-related winding-

down costs.

‘This amount represents Pmsu and Secret Service receipts, media refunds through June 30, 2011, interest earned, capital assets sold, and capital

assets in-house to be sold.
This amount represents payment due to Press as discussed in the Campaign Travel Billing for Press finding on page 7.
This amount represents a disgorgement made on Jan. 2, 2009 for interest.
‘This amount represents a disgorgement made on Jan. 2, 2010 for stale-dated checks.
The General Committee has not exesedad the winding-down cost limitation e 11 CFR §9004.11(h).



